Edgar Filing: CRANE CO /DE/ - Form 10-K

CRANE CO /DE/
Form 10-K

February 25, 2010
Table of Contents

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the Fiscal Year Ended December 31, 2009
" TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Commission file number 1-1657

CRANE CO.

State of incorporation: LR.S. Employer identification

Delaware No. 13-1952290

Principal executive office:

100 First Stamford Place, Stamford, CT 06902
Registrant s telephone number, including area code (203) 363-7300

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, par value $1.00 New York Stock Exchange
Securities registered pursuant to Section 12(g) of the Act:

5.50% Senior Notes due September 2013

6.55% Senior Notes due November 2036
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act
Yes x No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15 (d) of the Act Yes ~ No x

Table of Contents



Edgar Filing: CRANE CO /DE/ - Form 10-K

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes X No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K. :

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer , accelerated filer , non-accelerated filer, and smaller reporting company in Rule 12b-2 of
the Exchange Act). (Check one):

Large accelerated filer x Accelerated filer ~

Non-accelerated filer ~ Smaller Reporting Company -
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes ~ No x

Based on the closing stock price of $22.31 on June 30, 2009, the last business day of the registrant s most recently completed second fiscal
quarter, the aggregate market value of the voting common equity held by nonaffiliates of the registrant was $1,069,035,253.

The number of shares outstanding of the registrant s common stock, par value $1.00, was 58,558,628 at January 31, 2010.
DOCUMENTS INCORPORATED BY REFERENCE
Portions of the proxy statement for the annual shareholders meeting to be held on April 19, 2010

are incorporated by reference into Part III of this Form 10-K.
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Part I

Forward-Looking Information

This Annual Report on Form 10-K contains information about us, some of which includes forward-looking statements within the meaning of the

Private Securities Litigation Reform Act of 1995. Forward-looking statements are statements other than historical information or statements

about our current condition. You can identify forward-looking statements by the use of terms such as believes,  contemplates, expects, may,
could, should, would, or anticipates, other similar phrases, or the negatives of these terms.

We have based the forward-looking statements relating to our operations on our current expectations, estimates and projections about us and the
markets we serve. We caution you that these statements are not guarantees of future performance and involve risks and uncertainties. These
statements should be considered in conjunction with the discussion in Part I, the information set forth under Item 1A, Risk Factors and with the
discussion of the business included in Item 7, Management s Discussion and Analysis of Financial Condition and Results of Operations. We have
based many of these forward-looking statements on assumptions about future events that may prove to be inaccurate. Accordingly, our actual
outcomes and results may differ materially from what we have expressed or forecast in the forward-looking statements. Any differences could

result from a variety of factors, including the following:

Current economic conditions, which are beyond our control, causing many of our existing and potential customers to continue to delay or
reduce purchases of our products or services;

Our ability to properly size our cost base in relation to any further declines in demand for our products;

Competitive pressures, including the need for technology improvement, successful new product development and introduction and any
inability to pass increased costs of raw materials to customers;

Our ability to successfully value and integrate acquisition candidates;

Economic, social and political instability, currency fluctuation and other risks of doing business outside of the United States;

Delays in launching or supplying new products, or an inability to achieve new product sales objectives;

Our ongoing need to attract and retain highly qualified personnel and key management;

The ability of the U.S. government to terminate our contracts;

The outcomes of legal proceedings, claims and contract disputes;
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Investment performance of our pension plan assets and fluctuations in interest rates, which may affect the amount and timing of future
pension plan contributions;

Adverse effects on our business and results of operations, as a whole, as a result of further increases in asbestos claims or the cost of
defending and settling such claims; and

Adverse effects as a result of further increases in environmental remediation activities, costs and related claims.

Reference hereinto Crane , we , us ,and our refer to Crane Co. and its subsidiaries unless the context specifically states or implies otherwise.
Amounts in the following discussion are presented in millions, except employee, share and per share data, or unless otherwise stated.

Item 1. Business.

We are a diversified manufacturer of highly engineered industrial products. Comprised of five segments  Aerospace & Electronics, Engineered
Materials, Merchandising Systems, Fluid Handling and Controls our businesses give us a substantial presence in focused niche markets,
producing sustainable returns and excess cash flow. Our primary markets are aerospace, defense electronics, recreational vehicle ( RV ),
transportation, automated merchandising, chemical, pharmaceutical, oil, gas, power, nuclear, building services and utilities.

Since our founding in 1855, when R.T. Crane resolved to conduct my business in the strictest honesty and fairness; to avoid all deception and
trickery; to deal fairly with both customers and competitors; to be liberal and just toward employees, and to put my whole mind upon the
business, we have been committed to the highest standards of business conduct.

Our strategy is to grow the earnings of niche businesses with leading market shares, acquire businesses that fit strategically with existing
businesses, aggressively pursue operational and strategic linkages among our businesses, build a performance culture focused on continuous
improvement, continue to attract and retain a committed management team whose interests are directly aligned with those of our shareholders
and maintain a focused, efficient corporate structure.

We use a comprehensive set of business processes and operational excellence tools that we call the Crane Business System to drive continuous
improvement throughout our businesses. Beginning with a core value of integrity, the Crane Business System incorporates Voice of the
Customer teachings (specific processes designed to capture our customers requirements), value stream analysis linking customers and suppliers
with our production cells, prescriptive and uniform visual management techniques and a broad range of operational excellence tools into a
disciplined strategy deployment process that drives strong financial results by focusing on continuously improving safety, quality, delivery and
cost.

We employ approximately 10,000 people in North and South America, Europe, the Middle East, Asia and Australia. Revenues from outside the
United States were approximately 40% in both 2009 and 2008 and 38% in 2007.

Business Segments

For additional information on recent business developments and other information about us and our business, you should refer to the information
set forth under the captions, Management s Discussion and Analysis of Financial Condition and Results of Operations, in Part II, Item 7 of this
report, as well as in Part II, Item 8 under Note 14, Segment Information, to the Consolidated Financial Statements for sales, operating profit and
assets employed by each segment.
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Aerospace & Electronics

The Aerospace & Electronics segment has two groups, the Aerospace Group and the Electronics Group. The Aerospace Group s products are
organized into the following solution sets which are designed, manufactured and sold under their respective brand names: Landing Systems
(Hydro-Aire), Sensing and Utility Systems (Eldec), Fluid Management (Lear Romec) and Cabin Systems (P.L. Porter). The Electronic s Group
products are organized into the following solution sets: Power Solutions (Eldec, Keltec, Interpoint), Microwave Systems (Signal Technology)
and Microelectronics (Interpoint). In 2008, Aircraft Electrical Power (a portion of the Eldec business) was reclassified from the Aerospace
Group to the Electronics Group as part of Power Solutions.

The Landing Systems solution set includes aircraft brake control and anti-skid systems, including electro-hydraulic servo valves and manifolds,
embedded software and rugged electronic controls, hydraulic control valves, landing gear sensors and fuel pumps as original equipment to the
commercial transport, business, regional, general aviation, military and government aerospace, repair and overhaul markets. This solution set
also includes similar systems for the retrofit of aircraft with improved systems as well as replacement parts for systems installed as original
equipment by aircraft manufacturers. All of these solution sets are proprietary to us and are custom designed to the requirements and
specifications of the aircraft manufacturer or program contractor. These systems and replacement parts are sold directly to

aircraft manufacturers, Tier 1 integrators (a company who makes products specifically for an aircraft manufacturer), airlines, governments and
aircraft maintenance and overhaul companies. Manufacturing for Landing Systems is located in Burbank, California.

The Sensing and Utility Systems solution set includes custom position indication and control systems, proximity sensors, pressure sensors and
true mass fuel flow meters for the commercial business, regional and general aviation, military, repair and overhaul and electronics markets.
These products are custom designed for specific aircraft to meet technically demanding requirements of the aerospace industry. Our Sensing and
Utility Systems products are manufactured at facilities in Lynnwood, Washington; Northants, England; and Lyon, France.

Our Fluid Management solution set includes lubrication and fuel pumps for aircraft and radar cooling systems for the commercial and military
aerospace industries. It also includes fuel boost and transfer pumps for commuter and business aircraft. Our Fluid Management solutions are
manufactured at a facility located in Elyria, Ohio.

Our Cabin Systems solution set includes motion control products for airline seating. We hold leading positions in both electromechanical
actuation and hydraulic/mechanical actuation for aircraft seating, selling directly to seat manufacturers and to the airlines. Our Cabin Systems
solutions are primarily manufactured in Burbank, California.

Our Power Solutions solution set includes standard and custom power converters and custom miniature (hybrid) electronic circuits for
applications across various markets including commercial, space and military aerospace and fiber optics. Facilities are located in Redmond and
Lynnwood, Washington; Ft. Walton Beach, Florida; and Kaohsiung, Taiwan.

Our Microwave Systems solution set includes sophisticated electronic radio frequency components and subsystems. These products are used in
defense electronics applications that include radar, electronic warfare suites, communications systems and data links. We supply many U.S.
Department of Defense prime contractors and foreign allied defense organizations with products that enable missile seekers and guidance
systems, aircraft sensors for tactical and intelligence applications, surveillance and reconnaissance missions, communications and self-protect
capabilities for naval vessels, sensors and communications capability on unmanned aerial systems and applications for mounted and dismounted
land combat troops. Facilities are located in Beverly, Massachusetts; and Chandler, Arizona.

Our Microelectronics solution set, headquartered in Redmond, Washington, designs, manufactures and sells custom miniature (hybrid)
electronic circuits for applications in commercial, space and military aerospace, fiber optics and medical industries.

The Aerospace & Electronics segment employed approximately 2,400 people and had assets of $436 million at December 31, 2009. The order
backlog totaled $351.0 million and $418.4 million at December 31, 2009 and 2008, respectively.

Engineered Materials
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The Engineered Materials segment is largely comprised of the Crane Composites fiberglass-reinforced plastic panel business. The segment also
includes the Polyflon business.

Crane Composites manufactures fiberglass-reinforced plastic panels for the transportation industry, in refrigerated and dry-van trailers and truck
bodies, RVs, industrial building applications and the commercial construction industry for food processing, restaurants and supermarket
applications. Crane Composites sells the majority of its products directly to trailer and RV manufacturers and uses distributors and retailers to
serve the commercial construction market. Since the fourth quarter of 2008, Crane Composites closed three facilities in connection with
manufacturing consolidation initiatives. Crane Composites manufacturing facilities are located in Joliet, Illinois; Jonesboro, Arkansas; Florence,
Kentucky; Goshen, Indiana; and Alton, Hampshire, United Kingdom.

Noble Composites, Inc. ( Noble ) was acquired in September 2006 and, during 2007, was integrated into Crane Composites. Noble specializes in
the manufacture and sale of premium, high-gloss finished composite panels used by RV manufacturers. Noble s manufacturing facility is located
in Goshen, Indiana. In September 2007, we acquired the composite panel business of Owens Corning, which produces high gloss
fiberglass-reinforced plastic panels used by manufacturers of RVs. The acquired business was integrated into the Noble business during 2008.

Polyflon is a manufacturer of specialty components and materials, primarily microwave substrates utilized in antenna applications. Polyflon is
located in Norwalk, Connecticut.

The Engineered Materials segment employed approximately 600 people and had assets of $262 million at December 31, 2009. The order
backlog totaled $12.1 million and $6.9 million at December 31, 2009 and 2008, respectively.
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Merchandising Systems

The Merchandising Systems segment is divided into two groups, Vending Solutions and Payment Solutions, both of which were significantly
expanded in 2006 with our investment of over $200 million for the acquisitions of four complementary businesses.

Our Vending Solutions business, which is primarily engaged in the design and manufacture of vending equipment and related solutions, creates
customer value through innovation by improving consumer experience and store profitability. Our products are sold to vending operators and
food and beverage companies throughout the world. Vending Solutions has leading positions in both the direct and indirect distribution
channels. Our solutions include vending management software to help customers operate their businesses more profitably, become more
competitive and free cash for continued business investment. During 2009, facility consolidation activities resulted in the closure of the St.
Louis, Missouri manufacturing facility. Major production facilities for Vending Solutions are located in Williston, South Carolina and
Chippenham, England.

Our Payment Solutions business provides high technology products serving four global vertical markets: Retail, Vending, Gaming and
Transportation. Our payment systems solutions for these markets include coin accepters and dispensers, bill validators and bill recyclers. Major
facilities are located in Buxtehude, Germany; Concord, Ontario, Canada; Kiev, Ukraine; and Salem, New Hampshire.

The Merchandising Systems segment employed approximately 1,500 people and had assets of $297 million at December 31, 2009. Order
backlog totaled $23.5 million and $23.4 million at December 31, 2009 and 2008, respectively.

Fluid Handling

The Fluid Handling segment consists of the Crane Valve Group ( Valve Group ), Crane Pumps & Systems and Crane Supply. The Valve Group
business units are as follows: Crane ChemPharma Flow Solutions, Crane Energy Flow Solutions and Building Services & Ultilities. During 2009,
Crane Valve Services was made a part of Crane Energy Flow Solutions in order to better serve our global customers in the nuclear power
market.

The Valve Group, with manufacturing facilities in the United States as well as operations in Australia, Belgium, Canada, China, England,
Finland, France, Germany, Hungary, India, Indonesia, Italy, Japan, Korea, Mexico, the Netherlands, Northern Ireland, Singapore, Slovenia,
Spain, Sweden, Taiwan, United Arab Emirates and Wales, sells a wide variety of industrial and commercial valves, corrosion-resistant
plastic-lined pipe, pipe fittings, couplings, connectors and actuators and provides valve testing, parts and services for the chemical processing,
pharmaceutical, oil and gas, power, nuclear, mining, waste management, general industrial and commercial construction industries. Products are
sold under the trade names Crane, Saunders, Jenkins, Pacific, Xomox, Krombach, DEPA, ELRO, REVO, Flowseal, Centerline, Stockham,
Wask, Viking Johnson, Hattersley, Nabic, Sperryn, Wade, Rhodes, Brownall, Resistoflex and Duochek.

The Krombach Group of Companies ( Krombach ) was acquired in December 2008 and has been integrated into our Crane Energy Flow Solutions
business unit. Krombach manufactures specialty

valve flow solutions for the power, oil and gas, and chemical markets which complement our product offering in our global power and energy
infrastructure business, particularly for larger diameter, highly-engineered valves. In addition to Krombach s manufacturing and headquarters
location in Germany, Krombach currently has foundry, machining and assembly facilities in Slovenia and China.

Delta Fluid Products Limited ( Delta ) was acquired in September 2008 and has been integrated into our Building Services & Utilities business
unit. Delta designs and manufactures products for the natural gas and building services markets which are complementary to Crane's Building
Services & Ultilities product lines. Delta s office and manufacturing operation is located in St. Helens, England.

Crane Pumps & Systems manufactures pumps under the trade names Deming, Weinman, Burks and Barnes. Pumps are sold to a broad customer
base that includes industrial, municipal, and commercial water and wastewater, commercial heating, ventilation and air-conditioning industries
and original equipment manufacturers and military applications. Crane Pumps & Systems has facilities in Piqua, Ohio; Bramalea, Ontario,
Canada; and Zhejiang, China.
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Crane Supply, a distributor of valves, fittings, piping and plumbing supplies maintains 31 distribution facilities throughout Canada.

The Fluid Handling segment employed approximately 5,000 people and had assets of $832 million at December 31, 2009. Order backlog totaled
$249.9 million and $302.7 million at December 31, 2009 and 2008, respectively.

Controls

The Controls segment provides customer solutions for sensing and control applications and has special expertise in control solutions for difficult
and hazardous environments. It includes five businesses: Barksdale (ride-leveling, air-suspension control valves; pressure, temperature and level
sensors), Dynalco (safe instruments and controls for industrial engine monitoring and protection), Azonix (ultra-rugged computers, mobile
rugged displays, measurement and control systems and intelligent data acquisition products), Crane Environmental (specialized water
purification solutions), and Crane Wireless Monitoring Solutions (wireless sensor networks and covert radio products).

The Controls segment employed approximately 400 people and had assets of $70 million at December 31, 2009. Order backlog totaled $28.0
million and $30.5 million at December 31, 2009 and 2008, respectively.

Acquisitions
We have completed 12 acquisitions since the beginning of 2005.

On February 3, 2010, we completed the acquisition of Merrimac Industries Inc. ( Merrimac ), a designer and manufacturer of RF Microwave
components, subsystem assemblies and micro-multifunction modules, by means of a cash tender offer and subsequent merger. Merrimac s 2009
sales were approximately $32 million, and the aggregate purchase price was approximately $56 million in cash. Merrimac will be integrated into
the Electronics Group within our Aerospace & Electronics segment.
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During 2008, we completed two acquisitions at a total cost of $79 million in cash and the assumption of $17 million of net debt. Goodwill for
the 2008 acquisitions amounted to $14 million.

In December 2008, we acquired all of the capital stock of Krombach. Krombach is a leading manufacturer of specialty valve flow solutions for
the power, oil and gas, and chemical markets. Krombach s 2008 full year sales were approximately $100 million, and the purchase price was $51
million in cash and the assumption of $17 million of net debt. Krombach was integrated into the Energy Flow Solutions business within our
Fluid Handling segment.

In September 2008, we acquired all of the capital stock of Delta, a leading designer and manufacturer of regulators and fire safe valves for the
gas industry, and safety valves and air vent valves for the building services market, for $28 million in cash. Delta had full year sales of $39
million in 2008 and was integrated into the Building Services & Utilities business within our Fluid Handling segment.

During 2007, we completed two acquisitions at a total cost of $65 million. Goodwill for the 2007 acquisitions amounted to $29 million.

In September 2007, we acquired the composite panel business of Owens Corning, which produces, among other products, high gloss fiberglass
reinforced plastic panels used in the manufacture of RVs. The purchase price was $38 million in cash. The acquired business had $40 million of
sales in 2006 and was integrated into the Noble Composites business within our Engineered Materials segment.

In August 2007, we acquired the Mobile Rugged Business of Kontron America, Inc. ( MRB ), which produces computers, electronics and flat
panel displays for harsh environment applications. The purchase price was $26.6 million. The acquired business had sales of $25 million in 2006
and was integrated into the Azonix business within our Controls segment.

During 2006, we completed five acquisitions at a total cost of $283 million. Goodwill for the 2006 acquisitions amounted to $148 million.

In January 2006, we acquired substantially all of the assets of CashCode Co. Inc. ( CashCode ), a manufacturer of bill validators, storage and
recycling devices for use in a variety of niche applications in vending, gaming, retail and transportation industries, for $86 million in cash.
CashCode had sales of $48 million in 2005. CashCode is located in Concord, Ontario, Canada and Kiev, Ukraine, serving a global marketplace
with 75% of its sales outside the United States, of which the majority are in Europe and Russia. CashCode was integrated into the Payment
Solutions business within our Merchandising Systems segment.

In June 2006, we acquired all of the outstanding capital stock of Telequip Corporation ( Telequip ) for a cash purchase price of $45 million.
Telequip, with headquarters in Salem, New Hampshire, has manufactured coin dispensing solutions since 1974. Telequip provides embedded
and free-standing coin dispensing solutions principally focused on applications in supermarkets, convenience stores, quick-service restaurants
and self-checkout and kiosk equipment markets. Telequip had total annual sales of $20 million in 2006. Telequip was integrated into the
Payment Solutions business within our Merchandising Systems segment.

In June 2006, we acquired certain assets of Automatic Products International ( AP ), a privately held manufacturer of vending equipment. In
September 2006, additional assets of AP were acquired and a second payment made for a total purchase price of $30 million. The acquisition
included AP s extensive distribution network, product line designs and trade names, manufacturing equipment, aftermarket parts business,
inventory and other related assets. The purchase did not include AP s manufacturing facility located in St. Paul, Minnesota. AP equipment
production was consolidated into the Vending Solutions business in our Merchandising Systems segment. AP had total annual sales of $40
million in 2006.

In September 2006, we acquired all the outstanding capital stock of Noble Composites, Inc. ( Noble ) for a cash purchase price of $72 million.
Noble, located in Goshen, Indiana, specializes in the manufacture and sale of premium, high-gloss finished composite panels for use by RV
manufacturers. Noble had annual sales of $37 million in 2005. Noble was integrated into our Engineered Materials segment.

In October 2006, we acquired all of the outstanding capital stock of Dixie-Narco Inc. ( Dixie-Narco ) for a purchase price of $46 million in cash.
Dixie-Narco is the largest can/bottle merchandising equipment manufacturer in the world. Dixie-Narco s customers include the major soft drink
companies; in addition, equipment is marketed to global vending operators. Dixie-Narco had total annual sales of $155 million in 2006.
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Dixie-Narco was integrated into the Vending Solutions business in our Merchandising Systems segment.

During 2005, we completed two acquisitions at a total cost of $9 million. Goodwill for the 2005 acquisitions amounted to $5 million.
Divestitures

During 2009, we sold General Technology Corporation ( GTC ) to IEC Electronics Corp. for $14.2 million. GTC, also known as Crane Electronic
Manufacturing Services, was included in our Aerospace & Electronics segment, as part of the Electronics Group. GTC had $26 million in sales
in 2009 and is located in Albuquerque, New Mexico.

In December 2007, together with our partner, Emerson Electric Co., we sold the Industrial Motion Control, LLC ( IMC ) joint venture, generating
proceeds to us of $33 million. Our investment in IMC was $29 million, and we recorded income in 2007 and 2006 of $5.3 million and $5.6
million, respectively.

In April 2006, we completed the sale of the outstanding capital stock of Westad Industri A/S ( Westad ), a small specialty valve business located
in Norway. This business had $25 million in sales in 2005. Westad was included in our Fluid Handling segment. In May 2006, we completed the
sale of substantially all of the assets of Resistoflex-Aerospace, a manufacturer of high-performance hose and high-pressure fittings located in
Jacksonville, FL. This business had sales of $16 million in 2005. Resistoflex-Aerospace was included in our Aerospace & Electronics segment.

Cost Reduction Activities

During the fourth quarter of 2008, in response to disruptions in the credit markets and a substantially weakening global economy, we initiated
broad-based restructuring actions in order to align our
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cost base to expected lower levels of demand. These actions included headcount reductions and select facility consolidations. As a result, in the
fourth quarter of 2008, we recorded pre-tax restructuring and related charges in the business segments totaling $40.7 million which, at the end of
2008, correlated to an estimated pre-tax savings of $37 million for 2009. Together with an anticipated $25 million reduction in Aerospace
engineering spending, along with other general expense cost reduction efforts, we expected, at the end of 2008, aggregate full year 2009 savings
of $75 million.

During 20009, as sales levels declined further than expected, we continually accelerated our productivity programs to ensure our cost base was
sized appropriately and to maximize cash flow. Based on the traction of our cost savings initiatives, including substantial reductions in
engineering expense and other general expense categories, we raised our initial 2009 savings target from $75 million to in excess of $150
million for the full year. We exceeded our revised target, achieving full-year savings of approximately $175 million, or 8% of 2009 total sales.

Since December 2007, excluding the impact of acquisitions and divestitures, total headcount has been reduced by approximately 2,300, or 20%.

During the fourth quarter of 2007, we commenced implementation of a restructuring program designed to further enhance operating margins in
the Fluid Handling segment. The planned actions included ceasing the manufacture of malleable iron and bronze fittings at our foundry
operating facilities in the UK and Canada, respectively, and exiting both facilities and transferring production to China. In December 2007,
pursuant to this program, we sold our foundry facility in the UK, generating a pre-tax gain of $28 million.

For additional segment level information related to restructuring activities, you should refer to the information set forth under the caption,
Management s Discussion and Analysis of Financial Condition and Results of Operations in Part II, Item 7 of this report, as well as in Part II,
Item 8 under Note 16, Restructuring to the Consolidated Financial Statements.

Competitive Conditions

Our lines of business are conducted under highly competitive conditions in each of the geographic and product areas they serve. Because of the
diversity of the classes of products manufactured and sold, they do not compete with the same companies in all geographic or product areas.
Accordingly, it is not possible to estimate the precise number of competitors or to identify our competitive position, although we believe that we
are a principal competitor in most of our markets. Our principal method of competition is production of quality products at competitive prices in
a timely and efficient manner.

Our products have primary application in the aerospace, defense electronics, RV, transportation, automated merchandising, chemical,
pharmaceutical, oil, gas, power, nuclear, building services and utilities. As such, our revenues are dependent upon numerous unpredictable
factors, including changes in market demand, general economic conditions and capital spending. Because these products are also sold in a wide
variety of markets and applications, we do not believe we can reliably quantify or predict the possible effects upon our business resulting from
such changes.

Our engineering and product development activities are directed primarily toward improvement of existing products and adaptation of existing
products to particular customer requirements as well as the development of new products. While we own numerous patents, trademarks,
copyrights, trade secrets and licenses to intellectual property, none are of such importance that termination would materially affect our business.
From time to time, however, we do engage in litigation to protect our intellectual property.

Research and Development

Research and development costs are expensed when incurred. These costs were $98.7 million, $153.4 million and $106.8 million in 2009, 2008
and 2007, respectively, and were incurred primarily by the Aerospace & Electronics segment. Funds received from customer-sponsored research
and development projects were $8.1 million, $15.5 million and $8.4 million in 2009, 2008 and 2007 respectively, and were recorded in net sales.

Our Customers
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No customer accounted for more than 10% of our consolidated revenues in 2009, 2008 or 2007.
Raw Materials

Our manufacturing operations employ a wide variety of raw materials, including steel, copper, cast iron, electronic components, aluminum,
plastics and various petroleum-based products. We purchase raw materials from a large number of independent sources around the world.
Although market forces have generally caused increases in the costs of steel and petroleum-based products, there have been no raw materials
shortages that have had a material adverse impact on our business, and we believe that we will generally be able to obtain adequate supplies of
major raw material requirements or reasonable substitutes at reasonable costs.

Seasonal Nature of Business
Our business does not experience significant seasonality.
Government Contracts

We have agreements relating to the sale of products to government entities, primarily involving products in our Aerospace & Electronics
business segment and our Fluid Handling business segment. As a result, we are subject to various statutes and regulations that apply to
companies doing business with the government. The laws and regulations governing government contracts differ from those governing private
contracts. For example, many government contracts require disclosure of cost and pricing data and impose certain sourcing conditions that are
not applicable to private contracts. Our failure to comply with these laws could result in suspension of these contracts, criminal or civil
sanctions, administrative penalties and fines or suspension or debarment from government contracting or subcontracting for a period of time. For
example, as previously disclosed, we sold certain valves made by our Fluid Handling segment to private customers that ultimately were
delivered to U.S. military agencies which did not conform to certain contractual specifications relating to the place of manufacture and the origin
of component parts. Subsequent to a U.S. Government investigation, in July 2007, we executed a settlement
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agreement with the Department of Justice providing for, among other things, the payment of $7.6 million to the United States. For a further
discussion of risks related to compliance with government contracting requirements, please refer to Item 1A. Risk Factors.

See Part I, Item 3 Legal Proceedings regarding certain costs of compliance with federal, state and local laws and regulations involving the
discharge of materials into the environment or otherwise relating to the protection of the environment.

Financing

In September 2007, we entered into a five-year, $300 million Amended and Restated Credit Agreement (the facility ), which is due to expire on
September 26, 2012. This facility amends and restates the five-year $450 million revolving credit agreement entered into on January 21, 2005,
which included a $150 million term loan component that was terminated by the Company in May 2005. The facility allows us to borrow, repay,
or to the extent permitted by the agreement, prepay and re-borrow at any time prior to the stated maturity date, and the loan proceeds may be
used for general corporate purposes including financing for acquisitions. The original facility was amended and restated to capitalize on
favorable bank market conditions and to extend the maturity of the facility. In December 2008, we executed Amendment No. 1 to the facility for
the purpose of removing a representation regarding our pension liability and to amend certain other terms. Interest is based on, at our option,

(1) a LIBOR-based formula that is dependent in part on the Company s credit rating (LIBOR plus 105 basis points as of the date of this Report;
up to a maximum of LIBOR plus 145 basis points), or (2) the greatest of (i) the JPMorgan Chase Bank, N.A. s prime rate, (ii) the Federal Funds
rate plus 50 basis points, (iii) a formula based on the three-month CD Rate plus 100 basis points or (iv) an adjusted LIBOR rate plus 100 basis
points. The facility was only used for letter of credit purposes in 2009, and was not used in 2008 or 2007. The facility contains customary
affirmative and negative covenants for credit facilities of this type, including the absence of a material adverse effect and limitations on us and
our subsidiaries with respect to indebtedness, liens, mergers, consolidations, liquidations and dissolutions, sales of all or substantially all assets,
transactions with affiliates and hedging arrangements. The facility also provides for customary events of default, including failure to pay
principal, interest or fees when due, failure to comply with covenants, the fact that any representation or warranty made by us is false in any
material respect, default under certain other indebtedness, certain insolvency or receivership events affecting us and our subsidiaries, certain
ERISA events, material judgments and a change in control. The agreement contains a leverage ratio covenant requiring a ratio of total debt to
total capitalization of less than or equal to 65%. At December 31, 2009, our ratio was 31%.

In November 2006, we issued notes having an aggregate principal amount of $200 million. The notes are unsecured, senior obligations that
mature on November 15, 2036 and bear interest at 6.55% per annum, payable semi-annually on May 15 and November 15 of each year. The

notes have no sinking fund requirement but may be redeemed, in whole or part, at our option. These notes do not contain any material debt
covenants or cross default provisions. If there is a change in control, and if as a consequence, the notes are rated below investment grade by both
Moody s Investors Service and Standard & Poor s, then holders of the Notes may require us to repurchase them, in whole or in part, for 101% of
the principal amount plus accrued and unpaid interest.

In September 2003, we issued $200 million of 5.50% notes that mature on September 15, 2013. The notes are unsecured, senior obligations with
interest payable semi-annually on March 15 and September 15 of each year. The notes have no sinking fund requirement but may be redeemed,
in whole or in part, at our option. These notes do not contain any material debt covenants or cross default provisions.

Available Information

We make available free of charge through our Internet website our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports
on Form 8-K, and any amendments to those reports, filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as soon as
reasonably practicable after filing such material electronically with, or furnishing such material to the U.S. Securities and Exchange
Commission. Also posted on our website are our Corporate Governance Guidelines, Standards for Director Independence, the Summary of the
Board of Directors Committees, the charters of each of the Audit Committee, the Management Organization and Compensation Committee and
the Nominating and Governance Committee, and the Crane Co. Code of Ethics. These items are available in the Investors Corporate
Governance section of our website at www.craneco.com. The content of our website is not part of this report.
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Name

Eric C. Fast

David E. Bender

Thomas J. Craney

Augustus 1. duPont

Bradley L. Ellis

Elise M. Kopczick

Andrew L. Krawitt

Timothy J. MacCarrick

Richard A. Maue
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Position

President and
Chief Executive
Officer

Group President,
Electronics

Group President,
Engineered
Materials

Vice President,
General Counsel
and Secretary

Group President,
Merchandising
Systems and Vice
President, Crane
Business System

Vice President,
Human Resources

Vice President,
Treasurer

Vice President,
Chief Financial
Officer

Vice President,
Controller

Business Experience During Past Five Years

President and Chief Executive Officer and a Director of the Company
since April 2001. President and Chief Operating Officer from
September 1999 to April 2001.

President, Electronics Group of Crane Aerospace & Electronics
segment of the Company since December 2005. Vice President,
Operations, Aerojet General Corporation, a division of GenCorp, from
2004 to 2005. Executive Vice President GDX Automotive, a division
of GenCorp, from 2003 to 2004.

Group President, Engineered Materials segment of the Company since
May 2007. From 1979 to 2007, with Owens Corning, most recently
Vice President of Sales, North American Building Materials from 2005
to 2007 and Vice President, General Manager, Commercial and
Industrial Insulation business from 2000 to 2005.

Vice President, General Counsel and Secretary of the Company since
1996.

Vice President, Crane Business System since March 2009. Group
President, Crane Merchandising Systems segment of the Company
since December 2003.

Vice President, Human Resources of the Company since January 2001.

Vice President, Treasurer of the Company since September 2006. From
1998 to 2006 with PepsiCo, most recently Director, Financial Planning
& Analysis from May 2005 to September 2006; Region Finance
Director, Frito-Lay Division from January 2003 to May 2005.

Vice President, Chief Financial Officer of the Company since July
2008. Corporate Vice President and Vice President, Finance, Xerox
North America from 2006 to July 2008; Chief Financial Officer, Xerox
Europe from 2003 to 2006.

Vice President, Controller and Chief Accounting Officer of the
Company since August 2007. Vice President, Controller and Chief
Accounting Officer of Paxar Corporation from July 2005 to August
2007. Director, Internal Audit Practice at Protiviti, Inc. from June 2003
to July 2005.
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39
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Max H. Mitchell Group President, Group President, Fluid Handling segment of the Company since April
Fluid Handling 2005. Vice President, Operational Excellence of the Company from
March 2004 to April 2005. From 2001 to 2004, Senior Vice President
of Global Operations for the Pentair Tool Group.

Thomas M. Noonan Vice President, Vice President, Taxes of the Company since November 2001.
Taxes
Anthony D. Pantaleoni Vice President, Vice President, Environment, Health and Safety of the Company since
Environment, Health  1989.
and Safety
9
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Name

Thomas J. Perlitz

Curtis P. Robb

Michael Romito
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Position

Vice President,
Corporate Strategy
and Group
President, Controls

Vice President,
Business
Development

Group President,
Aerospace

Business Experience During Past Five Years

Vice President, Corporate Strategy since March 2009 and Group
President, Crane Controls since October 2008. From 2005 to 2009, Vice
President, Operational Excellence. From 1995 to 2005 with subsidiaries
of Danaher Corp. (manufacturer of instrumentation, tools and
components), most recently Vice President, Global Marketing and
Engineering-Imaging of KaVo Dental, Lake Zurich, IL (dental imaging
products) from August 2004 to August 2005; Director of Worldwide
Service, Fluke Corporation, Everett, WA (electronic and electrical test
tools) from February 2002 to August 2004.

Vice President, Business Development of the Company since June 2005.
From 2003 to 2005, founder and Managing Director of Robb Associates,
LLP (financial advisory services).

President, Aerospace Group of Crane Aerospace & Electronics segment
of the Company since March 2009. Consultant to several divisions of
Alliant Techsystems, Inc. from 2006 to 2009. Various positions, most
recently Group Vice President, Marketing and Customer Support, at
Parker Hannifan from 1990 to 2006.
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Item 1A. Risk Factors.

The following is a description of what we consider the key challenges and risks confronting our business. This discussion should be considered

in conjunction with the discussion under the caption Forward-Looking Information preceding Part I, the information set forth under Item 1,
Business and with the discussion of the business included in Item 7, Management s Discussion and Analysis of Financial Condition and Results

of Operations. These risks comprise the material risks of which we are aware. If any of the events or developments described below or elsewhere

in this Annual Report on Form 10-K, or in any documents that we subsequently file publicly were to occur, it could have a material adverse

effect on our business, financial condition or results of operations.

Risks Relating to Our Business

We are subject to numerous lawsuits for asbestos-related personal injury, and costs associated with these lawsuits may adversely affect our
results of operations, cash flow and financial position.

We are subject to numerous lawsuits for asbestos-related personal injury. Estimation of our ultimate exposure for asbestos-related claims is
subject to significant uncertainties, as there are multiple variables that can affect the timing, severity and quantity of claims. Our estimate of the
future expense of these claims is derived from assumptions with respect to future claims, settlement and defense costs which are based on
experience during the last few years and which may not prove reliable as predictors. A significant upward or downward trend in the number of
claims filed, depending on the nature of the alleged injury, the jurisdiction where filed and the quality of the product identification, or a
significant upward or downward trend in the costs of defending claims, could change the estimated liability, as would substantial adverse
verdicts at trial or on appeal. A legislative solution or a structured settlement transaction could also change the estimated liability. These
uncertainties may result in our incurring future charges or increases to income to adjust the carrying value of recorded liabilities and assets,
particularly if the number of claims and settlements and defense costs escalates or if legislation or another alternative solution is implemented;
however, we are currently unable to predict such future events. The resolution of these claims may take many years, and the effect on results of
operations, cash flow and financial position in any given period from a revision to these estimates could be material.

As of December 31, 2009, we were one of a number of defendants in cases involving approximately 66,000 pending claims filed in various state
and federal courts that allege injury or death as a result of exposure to asbestos. See Note 11 of the Notes to our Consolidated Financial
Statements for additional information on:

Our pending claims;

Our historical settlement and defense costs for asbestos claims;

The liability we have recorded in our financial statements for pending and reasonably anticipated asbestos claims through 2017;

The asset we have recorded in our financial statements related to our estimated insurance coverage for asbestos claims; and

Uncertainties related to our net asbestos liability.

We have recorded a liability for pending and reasonably anticipated asbestos claims through 2017, and while it is probable that we will incur
additional liabilities for asbestos claims after 2017, which additional liabilities may be significant, we cannot reasonably estimate the amount of
such additional liabilities at this time. In the third quarter 2007, we updated and extended the estimate of our asbestos liability and recorded an
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additional pre-tax provision of approximately $390 million, which includes a corresponding insurance receivable.
Current economic conditions may harm our business, results of operations and stock price.

Beginning in the second half of 2008, the U.S. and global economies slowed dramatically as a result of a variety of problems, including turmoil
in the credit and financial markets, concerns regarding the stability and viability of major financial institutions, the state of the housing markets
and volatility in fuel prices and worldwide stock markets. Given the significance and widespread nature of these nearly unprecedented
circumstances, the U.S. and global economies could remain significantly challenged in a recessionary state for an indeterminate period of time.
While currently these conditions have not impaired our ability to access credit markets and finance our operations, there can be no assurance that
there will not be a further deterioration in financial markets and confidence in the global industrial markets that we serve. Continued restrictions
on credit availability could adversely affects the ability of our customers to obtain financing for significant purchases and could result in further
decreases in or cancellation of orders for our products and services as well as impact the ability of our customers to make payments. Similarly,
continued credit restrictions may adversely affect our supplier base and increase the potential for one or more of our suppliers to experience
financial distress or bankruptcy. These conditions would harm our business by adversely affecting our revenues, results of operations, cash flows
and financial condition. See Specific Risks Relating to Our Business Segments , below.

As of December 31, 2009, we had $787 million of goodwill and intangible assets with indefinite lives. The aforementioned disruptions in the
credit markets and concerns about global economic growth have continued to impact our operating results in 2009. As of December 31, 2009,
there was no impairment of these assets. However, declines in our stock price and market capitalization, reduced future cash flow estimates
within specific businesses, and slower growth rates in our target markets are all factors that may indicate that the carrying value of our goodwill
and other long-lived assets may not be recoverable and, accordingly, could result in material noncash impairment charges at some point in the
future.

Our operations expose us to the risk of environmental liabilities, costs, litigation and violations that could adversely affect our financial
condition, results of operations, cash flow and reputation.

Our operations are subject to environmental laws and regulations in the jurisdictions in which they operate, which impose limitations on the
discharge of pollutants into the ground, air and water and establish standards for the generation, treatment, use, storage and disposal of solid and
hazardous wastes. We must also comply with various health and safety regulations in the United States and abroad in connection with our
operations. Failure to comply with any of these laws could result in civil and criminal, monetary and non-monetary penalties and damage to our
reputation. In addition,

11
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we cannot provide assurance that our costs related to remedial efforts or alleged environmental damage associated with past or current waste
disposal practices or other hazardous materials handling practices will not exceed our estimates or adversely affect our financial condition,
results of operations and cash flow. For example, during 2008 and 2007, we recorded charges of $24 million and $19 million, respectively,
related to increases in our expected liability at our Goodyear, Arizona Superfund site pursuant to continuing changes in site conditions.

Our businesses are subject to extensive governmental regulation; failure to comply with those regulations could adversely affect our financial
condition, results of operations, cash flow and reputation.

Primarily in our Aerospace & Electronics and Fluid Handling segments, we are required to comply with various import and export control laws,
which may affect our transactions with certain customers. In certain circumstances, export control and economic sanctions regulations may
prohibit the export of certain products, services and technologies, and in other circumstances we may be required to obtain an export license
before exporting the controlled item. We are also subject to investigation and audit for compliance with the requirements governing government
contracts, including requirements related to procurement integrity, export control, employment practices, the accuracy of records and the
recording of costs. A failure to comply with these requirements might result in suspension of these contracts and suspension or debarment from
government contracting or subcontracting. In addition, failure to comply with any of these regulations could result in civil and criminal,
monetary and non-monetary penalties, fines, disruptions to our business, limitations on our ability to export products and services, and damage
to our reputation. For example, in the 2007 third quarter, we recorded a $7.6 million charge related to a civil false claims proceeding by the U.S.
Government. See the Civil False Claims Settlement section under Item 7.

Pension expense and pension contributions associated with the Company s retirement benefit plans may fluctuate significantly depending upon
changes in actuarial assumptions and future market performance of plan assets.

A significant portion of our current and retired employee population is covered by pension and post-retirement benefit plans, the costs of which
are dependent upon various assumptions, including estimates of rates of return on benefit related assets, discount rates for future payment
obligations, rates of future cost growth and trends for future costs. In addition, funding requirements for benefit obligations of our pension and
post-retirement benefit plans are subject to legislative and other government regulatory actions. Variances from these estimates could have a
significant impact on our consolidated financial position, results of operations, and cash flow.

In 2009, we contributed $33 million into our defined benefit pension plans compared to $10 million in 2008. The increase in contributions
primarily relates to higher contributions to our U.S. defined benefit plan to comply with certain Pension Protection Act provisions and resulted
in part from declines in the market value of investments during 2008. Of the $33 million, $17 million was contributed to our U.S.
defined-benefit plan in December on a discretionary basis to improve the funded status of this plan and to reduce future expected contributions.
Our 2009 expense was $18 million higher than in 2008.

Demand for our products is variable and subject to factors beyond our control, which could result in unanticipated events significantly impacting
our results of operations.

A substantial portion of our sales is concentrated in industries that are cyclical in nature or subject to market conditions which may cause
customer demand for our products to be volatile. These industries often are subject to fluctuations in domestic and international economies as
well as to currency fluctuations and inflationary pressures. Reductions in the business levels of these industries would reduce the sales and
profitability of the affected business segments. In our Aerospace & Electronics segment, for example, a significant decline in demand for air
travel, or a decline in airline profitability generally, could result in reduced orders for aircraft and could also cause airlines to reduce their
purchases of repair parts from our businesses. Our aerospace businesses could also be impacted to the extent that major aircraft manufacturers
encountered production problems, or if pricing pressure from aircraft customers caused the manufacturers to press their suppliers to lower prices.
In our Engineered Materials segment, sales and profits have been affected by declines in demand for truck trailers, RVs, or building products. In
our Fluid Handling segment, further slowing of the economy or major markets could reduce sales and profits, particularly if projects for which
these businesses are suppliers or bidders are cancelled or delayed. Results in our Controls segment could decline because of an unanticipated
decline in demand for the businesses products from the oil and gas or heavy truck markets, or from unforeseen product obsolescence. Results at
our Merchandising Systems business have been and will continue to be affected by employment levels, office occupancy rates and factors
affecting vending operator profitability such as fuel, confection and borrowing costs.
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We may be unable to improve productivity, reduce costs and align manufacturing capacity with customer demand.

We are committed to continuous productivity improvement and continue to evaluate opportunities to reduce costs, simplify or improve global
processes, and increase the reliability of order fulfillment and satisfaction of customer needs. During the fourth quarter of 2008, in response to
disruptions in the credit markets and a substantially weakened global economy, we initiated broad-based restructuring actions in order to align
our cost base to then expected lower levels of demand. At that time, we anticipated a 7% core revenue decline for 2009. During 2009, our sales
declined further than we anticipated, with core revenues declining by 17%, or $435 million from
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